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V YOUR FARM RENTING 
PROBLEM 



By 

Marshall Harris, agricultural economist, 
Farm Economics Research Division, 
Agricultural Research Service 



Your farm renting problem is con- 
cerned with such things as finding a 
good farm; finding a good landlord or 
a good tenant; deciding what provi- 
sions should be included in the lease; 
and selecting the type of lease best 
suited to your needs. Your farm lease 
is important because it is the agreement 
under which the farm will be operated. 
If it is a good lease, it contains com- 
plete flexible plans for operation of the 
farm for the coming year. Major man- 
agement decisions are recorded in it. 
It outlines the land use plan, the live- 
stock to be kept, and the standards of 
performance set up for operating the 
farm. The rent to be paid, how ex- 
penses will be shared, and the duration 
of the lease are other agreements it 
records. 

In our rapidly changing economy, 
these matters are important. Your 
lease should reflect changing demands 
for farm products and shifts in the 



price structure. Ways of saving labor 
made possible through new technology, 
and ways of increasing production 
from each acre and from each farm 
animal should not be made more diffi- 
cult because of provisions in your 
lease. In short, the contract by which 
you rent your farm should permit you 
to take advantage of the latest and best 
developments in modern agriculture. 

Farm renting is "big business" in 
United States agriculture. The need 
for keeping farm leases up to date 
cannot be stressed too greatly. Is your 
lease up to date? Does it meet the 
requirements of modern farming? 
How much have you changed it since 
the first year you rented? Have you 
given as much thought to improving 
your leasing arrangement as you have 
to other aspects of your farming oper- 
ation? Does your lease contribute to 
the improvement of farm renting in 
your community? 



A GOOD FARM, A GOOD LANDLORD, A GOOD TENANT 



A good renting situation can be 
created only with a good farm, a good 
landlord, and a good tenant. These 
are the essential elements for success- 
ful renting. From the tenant's view- 
point, a good farm and a good land- 



lord are needed. From the landlord's 
viewpoint, a good tenant is important. 

Whether you are the landlord or 
the tenant, you want the farming op- 
erations done well and at the proper 
time. Machinery, equipment, and 
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available cash are essential in doing 
a good job of farming. Major defici- 
encies in these items cannot be over- 
come even by the combination of a 
good farm, a good landlord, and a 
good tenant. 

Finding a Good Farm 

You must realize that renting a farm 
is quite a different undertaking from 
buying an automobile or a television 
set. There is no marketplace for 
farms. 

Do not wait until late in the crop 
year to look for a farm. Start to look 
6 to 9 months before the new lease 
year begins. 

Talk with relatives, friends, your 
banker, implement dealers, real estate 
men. 

Visit each prospective farm per- 
sonally, if you can. Do not depend 
entirely upon a telephone call or a 
letter. 

Preliminary Discussions 

If your visit to a particular farm in- 
dicates that it should be considered 
seriously, arrange for a thorough in- 
spection. The less familiar you are 
with the farm and the community, the 
more thorough should be your inves- 
tigation. Here are some of the things 
you may want to do : 

• Discuss the situation with some- 
one who knows the farm and in whom 
you have confidence. 

• Talk with a local farm owner or 
tenant to discover strengths and weak- 
nesses about the farm and the present 
system of farming. 

• Have a talk with the landlord or 
his agent. Do not make a quick deci- 
sion, but do not put off your decision 
too long — another tenant may be look- 
ing at the farm. 



If your preliminary discussions lead 
you to a real interest in the farm, you 
will want to examine more thoroughly 
the location, buildings, fences, water 
supply, and land resources. 

Farm Location 

Although the location of the farm is 
not as important as the farm itself, its 
location should be considered. Are 
electricity and telephone service avail- 
able? What kind of roads lead to the 
farm? Are schools and churches ac- 
cessible? Does the community have 
strong commercial, cooperative, civic, 
and fraternal organizations? What 
about informal cooperation in the 
community? Are the residents neigh- 
borly? How far from friends and rel- 
atives would you be? 

Remember that location is usually 
more important in social than in eco- 
nomic relationships, but weigh both 
aspects. Your farm is both a business 
and a home. Do not become oversold 
on a particular community or location. 
Probably, your first objective is to earn 
a good income and to accumulate cap- 
ital as rapidly as possible. 

Buildings and Improvements 

Study the dwellings, barns, sheds, 
fences, water supply, tile and drainage, 
and irrigation facilities, if any. 

Give careful consideration to the 
house in which you will live. Is it 
large enough? Too large? What 
are its modern conveniences? Does it 
have central heating? Electricity? 
Telephone? Bathroom? Water sup- 
ply? Storm windows and doors? 
Screens? What is its general state of 
repair? How are the floors? Win- 
dows? Doors? Paint? Paper? Are 
septic tank and refuse drains in good 
operating condition? 

Are the barns, sheds, cribs, poultry 
houses, and other outbuildings suited 
to the type of farming you visualize? 



4 



Are they arranged for efficiency of op- 
eration? What remodeling and re- 
pairs will they need? Will upkeep be 
a problem? Consider these items for 
each type of building. Also, you may 
need temporary or portable buildings. 
Is a concrete feeding floor available, if 
one is needed? What about roads 
and bridges on the farm? 

Fences 

Fences and gates are important 
items. Consider separately line, cross, 
lot, and temporary fences. Line fences 
are a potential source of irritation be- 
tween neighbors. Inquire as to your 
responsibility regarding the line fences. 
Are fences across gullies and streams 
adequate? Observe the cross fences 
that separate the fields within the farm. 
Are they adequate for the particular 
purpose they will serve ? Do they need 
repair? Or are new cross fences 
needed? Observe similarly the fences 
along highways and railroads. 

Lot fences are more costly to erect 
and more difficult to maintain than 
other fences; but in livestock farming, 
they are of extreme importance. Are 
they adequate and in good repair? 

If the cross fences are not adequate, 
could temporary or electric fencing be 
used? Many of the internal fences on 
the farm may be temporary. Fences 
of this kind are less expensive, field 
sizes are more flexible, the weed prob- 
lem is reduced, and crop rotations and 
hog sanitation are more easily handled. 

Water Supply 

The water supply is of vital im- 
portance yet it is frequently overlooked. 
On most farms, water must be available 
for both the home and the livestock. 
Usually, wells furnish the basic supply. 
If springs or ponds are depended on, 
examine them thoroughly. Whatever 
the source of water, try to find answers 
to these questions: 



• Is the quantity of water 
adequate? 

• Will the supply be dependable 
even during a severe drought? 

• Is the water pure? 

• Is the well located so that danger 
of future contamination is at a 
minimum? 

• What are the provisions for get- 
ting water to the house? 

• Is there an alternative supply in 
case of a water shortage? 

• If irrigation is commonly prac- 
ticed, is the supply of water for irriga- 
tion adequate? 

Examine any tile, dams, grass water- 
ways, terraces, stripcropping, and other 
measures of soil and water conserva- 
tion. Many of these items require some 
outlay for maintenance, but they may 
increase greatly the total productive 
capacity of the farm. Are they ade- 
quate? If not, what remains to be 
added? What will be the cost of main- 
taining them? Does conservation of 
soil and water present any special 
problem? 

Land Resources 

One of the most crucial elements to 
be considered in finding a good farm 
is its size. Is the farm large enough, 
considering its fertility, for the type 
of farming you plan? If it is too small, 
you cannot expect to get ahead finan- 
cially and to live well, regardless of 
how good the landlord may be, how 
adequate the buildings, or how ideal 
the location. Size cannot be measured 
in terms of acres or value. Your 
primary interest is in the net income 
that you can expect to earn. Be sure 
that the farm is large enough to return 
sufficient income. You may want to 
consider renting additional land from 
another owner. 
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Does the farm fit your machinery? 
Does it fit your livestock? Is it suited 
to your experience? Your likes and 
dislikes? Perhaps you will need to buy 
a few items of machinery, or to sell a 
few. Be cautious about this. Buying 
and selling machinery can dissipate 
earnings rapidly. You may find it 
advisable either to rent machinery or 
to get a few jobs done with custom 
work. 

Similarly, buying and selling live- 
stock, especially breeding herds, can 
be costly. Feeder cattle and feeder 
sheep may be bought in numbers to 
fit the farm. But buying a dairy herd, 
or a beef-breeding herd, is expensive. 
Hogs and sheep for breeding herds are 
likely to be less expensive. 

Evaluate at least roughly the po- 
tential earning capacity of the farm. 
How much will it produce of each 
crop? The number of acres and the 
yield per acre will give you a rough 
estimate. How much livestock and 
livestock products will you be able to 
produce for market? What prices do 
you anticipate for each kind of crop 
and each class of livestock? 

Your potential net income will de- 
pend on what you can sell minus the 
cost of producing it. How efficiently 
can you produce the various crops and 
livestock? What will be the costs for 
lime and fertilizer? A check on the 
past crop yields of the farm will be 
helpful. 

Is the farm being held for sale? 
How old is the landlord? How soon 
may the farm go into an estate? 

Finding a Good Landlord 

From the tenant's viewpoint, selec- 
tion of the landlord ranks in im- 
portance with finding a good farm. 
The farm and the landlord cannot be 
separated completely. One decision 



determines both. You want both a 
good landlord and a good farm. But 
they are not always paired in that way. 
If not, you must decide whether the 
total situation meets your need. A 
good landlord can do much to help 
you increase production on a farm that 
does not meet your standards. But if 
the farm is highly productive, you may 
find it feasible to accept a landlord 
with some shortcomings. 

In judging the landlord, explore 
with him these three questions: 

• What are his objectives in the 
operation of the farm? 

• How does he propose to accom- 
plish each? 

• How does he anticipate that de- 
cisions will be made during the year? 

The objectives of the landlord, if 
they can be learned, will give you in- 
sight into what you can expect during 
the term of the lease. Ask specific 
questions: 

• Is your objective to make the 
most income possible for the entire 
farm? 

• How do you plan to build up 
the land and water resources? 

• What of improving and expand- 
ing the buildings and other nonland 
resources? 

• Do you expect to make major 
changes in your farming operations, 
such as changing kinds of livestock or 
working out a new cropping system? 

In deciding how effectively you can 
work together during the year, ask 
such questions as: 

• Do you expect to visit the farm 
frequently? If so, what kinds of prob- 
lems would you expect to discuss with 
me? 
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• How would we agree as to mak- 
ing significant changes in farming in 
case of crop failure, disease of live- 
stocky or substantial changes in prices? 

Finding a Good Tenant 

To the landlord, selection of a ten- 
ant is a most important decision. You 
have your farm, and it cannot be 
changed much on short notice. But 
you may have a wide choice of ten- 
ants. Choose your tenant to suit your- 
self and your farm. 

The following discussion applies 
generally to all situations. Specific 
parts may be less applicable to cash 
leases than to share leases. For ex- 
ample, the tenant's management 
ability, machinery, and livestock may 
be of less concern if the farm is rented 
for cash. 

Modern agriculture requires adjust- 
ment of farm plans from time to time 
as conditions change during the sea- 
sons. Thus, your tenant must be able 
not only to plan the year's operation 
with you, but to carry out the projected 
plan effectively. He must also be able 
to adjust the plan as conditions change, 
with and without consultation. 

Try to find a tenant who — - 

• Has the foresight needed to work 
out with you a complete program for 
the entire year. 

• Can make the right day-to-day 
decisions in putting the plan into 
operation. 

• Will realize when the plan should 
be changed to meet new conditions. 

Inquire about the prospective ten- 
ant. If he comes from a distance, find 
out why he does not rent a farm in 
his home community. 

These requirements can be judged 
partly by past performance. But rely 
chiefly on discussion of how the farm 
would be operated if he were the 



tenant. Make the discussion detailed. 

In planning the program for the 
farm, the major questions to be dis- 
cussed with the tenant are: 

• What kinds and quantities of each 
crop should be grown? 

• What kinds and numbers of live- 
stock should be kept? 

• What practices should be fol- 
lowed in getting maximum crop 
yields? 

• What are the crucial items in 
management of the livestock? 

• What standards of performance 
should be expected in improving, con- 
serving, and maintaining the farm? 

Try to learn the ability of the tenant 
to make wise day-to-day operating 
decisions. 

An item of major concern to the 
landlord is what the tenant contributes. 
What about his machinery and equip- 
ment? What of his livestock? What 
about his supplies? What is his finan- 
cial position as to cash operating 
capital? 

Each year, because of modern tech- 
nology, greater demands are made on 
the machinery and equipment needed 
for efficient operation of a farm. 
Check with the tenant to learn whether 
he has enough machinery, equipment, 
and supplies to perform the various 
operations. If not, does he have rea- 
sonable ways and means of obtaining 
the use of such machines? 

Borrowing, renting, custom work, 
trading work with neighbors, and simi- 
lar arrangements may be acceptable 
substitutes for ownership of machinery. 
Also, the amount of machinery and 
equipment needed may be so great that 
you as landlord may be expected to 
furnish some of it. Are you willing 
and able to do so, if necessary? 
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ESSENTIALS OF A GOOD FARM LEASE 



The landlord and tenant must reach 
agreement upon a number of provi- 
sions in regard to the crop and live- 
stock enterprises and the sharing of 
income and expenses. In order for 
their farm lease to meet certain mini- 
mum requirements, it should state — 

• Who the landlord and tenant 
are. 

• What real estate is rented. 

• How long the lease is to be 
effective. 

• How much rent is to be paid. 

If the lease is written, it should also 
contain the signatures of the two par- 
ties. If the lease is oral, the two par- 
ties may be presumed by the law to 
be landlord and tenant whether or 
not they have discussed a rental ar- 
rangement. If a farm operator oc- 



cupies and cultivates the land and pays 
rent to the owner, the legal presump- 
tion is that the two are tenant and 
landlord. 

But if your lease embodies only these 
minimum requirements, many impor- 
tant matters are left undecided. In or- 
der to avoid misunderstandings later, 
it is advisable for the landlord and ten- 
ant to discuss and reach agreement 
upon the rights and duties of each 
party and to state them clearly in the 
lease. Consideration should be given 
to the means of providing for efficient 
use of their combined resources. They 
should discuss and reach agreement 
on how to provide for sound land use 
and a good livestock system, to en- 
courage development and conservation 
of resources, to establish equitable 
rental rates and provide for proper 
sharing of expenses, and to promote 
secure occupancy. 



TO WRITE OR NOT TO WRITE YOUR LEASE 



Your lease may be written or it 
may be oral. If written, it serves as a 
memorandum or record of your agree- 
ment. If unwritten, your memory is 
the record of your agreement. An oral 
lease is as valid and as legal as a writ- 
ten lease except when the law requires 
a written lease. But proving the terms 
and conditions of an oral lease presents 
serious difficulties in case of disagree- 
ment. 

Many tenants now occupy farms 
under oral agreements that were made 
several years ago. Sometimes a brief 
oral discussion is held, but the major 
act that continues the relationship is 
the payment and acceptance of rent. 



Writing the lease agreement will — 

• Influence both landlord and ten- 
ant to consider carefully all details of 
the farm business. 

• Help to restrain one party from 
taking advantage of the other, if such 
restraint is needed. 

• Help to avoid irritations, mis- 
understandings, and honest differences. 

• Relieve either of depending upon 
his memory, and help to determine 
whether an agreement is or is not be- 
ing followed. 

• Furnish a basis for making ad- 
justments necessary from time to time 
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throughout the year and from year to 
year. 

• Minimize, in case of later differ- 
ences, reliance on usual community 
practices, common-law rules, and 
statutory enactments, which may be 
neither applicable to the farm nor in 
accordance with the original intention 
of the two contracting parties. 

• Assure that the heirs or assigns of 
either party will be protected against 
unreasonable or false claims from the 
other party to the contract. 




• When combined with preceding 
agreements, serve as a partial history 
and record of the farming operations. 

• Assist either or both parties in 
business affairs with third persons, such 
as bankers and supply dealers. 



TYPES OF LEASES AND THEIR CHARACTERISTICS 



The two major types of leases — 
cash and share — are based on the kind 
of rent paid. The landlord and tenant 
are free to use either, or a combina- 
tion of both, and to work out unique 
features under each to suit their par- 
ticular situation. Variations and com- 
binations include : (1) Straight cash — 
a fixed number of dollars per acre for 
each type of land use, or a fixed 
amount for the entire farm; (2) slid- 
ing-scale cash or flexible -payment- 
cash — the amount of cash rent varies 
according to production conditions 
and price changes; (3) crop-share — 
the rent is in terms of proportions of 
certain crops, usually all marketable 
crops grown on the farm; (4) crop- 
share-cash — specified proportions of 
the major crops and a fixed sum for 
selected acreages or buildings, or both, 
arc paid as rent; (5) live stock- share — 
specified shares of livestock, livestock 
products, and crops are paid as rent; 
(6) standing rent—the rent is a fixed 
quantity of one or more of the prod- 
ucts of the farm, usually of the major 
crop produced; and (7) sharecr op- 
ping — a form of crop-share rent used 
mainly in the cotton and tobacco areas. 
In many States, sharecropping agree- 
ments arc labor contracts between em- 



ployers and employees. The cropper 
holds no legal rights in the land. 

Straight Cash Lease 

This kind of lease provides for a cash 
payment to the landlord, usually for 
land and buildings only. The tenant 
has the incentive to maximize produc- 
tion because the whole of any increase 
in efficiency goes to him. However, it 
has several major shortcomings. The 
cash tenant has no incentive to build 
up the farm by investing in buildings, 
fences, works or practices of conserva- 
tion, or superior crop rotations that in- 
volve livestock farming, unless he has 
a long-term lease and one with provi- 
sions for compensation for unex- 
hausted improvements at the end of 
the lease term. A cash tenant usually 
has greater inc entives and more oppor- 
tunity to exploit the real estate than 
does a share tenant. 

Cash leases call for fixed payments 
in dollars. The landlord knows how 
much income to expect. This permits 
him to plan his investments and his 
living expenses. The tenant knows 
how much rent he must pay. This 
permits him to keep all income result- 
ing from extra effort on his part and 
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from any extra inputs he may con- 
tribute. A fixed cash rental puts the 
tenant in a position similar to that of an 
owner-operator who has a large mort- 
gage and high estate taxes. These are 
fixed charges that the owner-operator 
must meet; rent is the comparable 
fixed expense of the cash tenant. 

Sliding-Scale or Flexible- 
Payment Cash Lease 

This type of lease usually is identi- 
cal with a straight cash lease, except 
for the variable rental and the risk in- 
volved. The opportunity given the 
tenant to obtain added income if pro- 
duction conditions are favorable and 
prices increase is counterbalanced 
under the straight cash lease by the pos- 
sibility of price decreases and poor pro- 
duction conditions. Whether a slid- 
ing-scale cash lease puts the two parties 
in a similar position with reference to 
rent as does a share lease, depends on 
how the changes in amount of rent due 
are related to changes in production 
and prices. Usually an attempt is 
made to reduce, not eliminate, the 
effects of changes in production con- 
ditions and prices on the amount of 
rent paid. Thus, only a part of the 
risk is shifted to the landlord. 

In general, flexibility in cash rent 
based on production changes is not 
recommended because ( 1 ) if the 
flexibility is based on county or other 
areawide changes, there is a possibility 
of a particular farm's production 
changing in the opposite direction and 
(2) if the flexibility is based on the 
productivity of the particular farm, 
the landlord would be sharing in 
changes in production that are partly 
under the control of the tenant. The 
tenant would thus not have the in- 
centive to make maximum effort to in- 
crease production. Suppose, for ex- 
ample, that the production on the farm 



is raised above its average by the tenant 
applying more fertilizer. If the lease 
provides for an upward adjustment in 
the cash rent, the landlord is in effect 
participating in a return due solely to 
the tenant's labor and expenditures. 
In most production conditions, it is 
impossible to separate the effects of 
efforts made by the operator and con- 
ditions such as climate over which the 
operator has no control. If landlord 
and tenant wish to allow for produc- 
tion variation, it may be preferable to 
use a share lease form. 

Crop-Share Lease 

Under a lease of this kind, produc- 
tion is shared between the two parties. 
This may create incentives to operate 
the farm at less than full capacity. 
The basic problem of attaining maxi- 
mum production is similar under all 
share leases. It arises because major 
costs are not shared, and because other 
costs may not be shared in the same 
proportion as are returns. 

Under crop-share leases, both land- 
lord and tenant have incentives to 
furnish as little as possible of what each 
supplies, except for those inputs the 
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costs of which arc shared in the same 
proportion as the production is shared. 
It is to the landlord's interest for the 
tenant to expend on the landlord's 
land a large amount of labor and to 
use a great deal of his own machinery, 
equipment, and supplies. But the 
tenant wants to spread his labor, ma- 
chinery, and supplies over as much 
land as possible. These tendencies are 
inherent in all share leases, particularly 
those in which sharing of costs and re- 
turns is out of balance. 

Under crop-share leases, inputs of 
variable expenses supplied entirely by 
either party usually stop before the 
total cost of the input is equal to the 
value of the share of the product re- 
ceived by whoever supplied the input. 
Variable expenses that are shared fol- 
low the same trend to the extent that 
these expenses and income are not 
shared alike. As to the two chief fixed 
expenses, land and labor, the respec- 
tive suppliers of each usually try to 
find as favorable a situation as possi- 
ble. The tenant tries to find as large 
and productive a farm as possible. 
The landlord tries to find a tenant 
with a large supply of labor, modern 
machinery, and equipment. 

Under share leases, fixed expenses 
are not always evaluated accurately. 
The shares of the products received 
by each party are not always in the 
same proportion as the shares of the 
inputs. Frequently, the variable ex- 
penses are not divided between land- 
lord and tenant in the same proportion 
as the fixed expenses. 

Variable expenses are those for 
seeds, inoculation of legumes, ferti- 
lizer, pesticides, insecticides, spraying, 
weed control, feed, veterinary, breed- 
ing fees, certain harvesting and market- 
ing costs, oil and gasoline, electricity 
for certain uses, and similar operating 
costs. These costs may vary consider- 
ably within the year. Some of them 



may be eliminated entirely. Arrange- 
ments regarding them become more 
important each year because of the 
role of technology in modern agricul- 
ture. Both parties have incentives to 
supply the maximum quantities of 
these inputs when their costs are di- 
vided between the parties in the same 
proportion as are the products which 
the inputs help to produce. 

A landlord and tenant who use a 
crop-share lease usually decide major 
management functions when the lease 
is agreed to. This is more important 
for crop-share renting than for cash 
renting because the income of each 
party is directly related to what is 
grown and how it is produced. Under 
the cash lease, decisions as to the use 
of the resources may be agreed upon 
chiefly for protection to the landlord's 
property. But under a share lease, the 
use of the land influences the landlord's 
income. 

Management decisions made during 
the year also affect the landlord's in- 
come, and because of this, he has a 
greater interest in such decisions under 
share than under cash leases. This 
greater interest usually results in par- 
ticipation in most major management 
decisions. It might be argued that 
each party should participate in each 
management decision to the extent 
that it affects either his costs or his re- 
turns. But this is not always feasible. 

Share leases usually include as many 
as possible of the long-term decisions. 
Day-to-day decisions are left to the 
tenant. The two parties consult to- 
gether as needed regarding any major 
adjustments in long-term plans and 
about major operations on the farm. 

A share tenant has greater incentive 
to maintain the property in a good 
state of repair than has a cash tenant. 
This is particularly true for those op- 
erations that are related directly to the 
production process or for which ex- 
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penses are shared. Generally speak- 
ings it can be said that as the landlord 
furnishes the real estate, he provides 
for its upkeep. Usually, he pays the 
insurance. Usually, also, he supplies 
materials and skilled labor for major 
improvements and maintenance 
operations. 

But the tenant is in a position to 
carry out, with less expense, many of 
the upkeep and maintenance opera- 
tions. Tenants customarily use their 
labor, machinery, and equipment to 
perform these operations. Usually, 
the landlord furnishes the physical 
items needed — lumber, paint, nails, 
wire, roofing, sand, and cement. 
Usually, during the lease-making proc- 
ess, agreement is reached as to how the 
farm will be maintained. 

The rental payment on crop-share 
rented farms is usually a stated propor- 
tion of each crop, very often the same 
proportion of all. Occasionally, the 
proportions vary but from the stand- 
point of farming efficiency, it is pref- 
erable to divide all crops in the same 
proportion. The crop-share system is 
used less each year in many sections of 
the country because it does not provide 
for maximum use of some crops in rela- 
tion to livestock enterprises — particu- 
larly hay and pasture. A good crop- 
share lease provides for a division of 
crops in exactly the same proportion as 
the share of the total fixed-cost items 
supplied by each party. 

The crop-share lease as contrasted 
with the straight cash lease is basically 
an attempt to shift part of the risks 
from tenant to landlord and to relate 
annual income to the production and 
price situation. Under a 50-50 lease, 
the landlord presumably assumes half 
of the risks that may arise from changes 
in prices and production conditions. 
Of course, when production conditions 
are good and prices are high, the share 



lease yields a larger income to the land- 
lord than does cash rent. 

Crop-Share-Cash Lease 

Under this type of lease, renting is 
an adaptation of typical crop-share 
leasing. It is designed to encourage ef- 
ficient use of certain cropland and the 
keeping of more livestock, and to re- 
turn to the landlord an income in keep- 
ing with his contributions toward these 
enterprises. 

The crop-share-cash lease has 
gained favor rapidly, as it provides op- 
portunity for more efficient use of 
resources than does the crop-share 
lease. Total production on the farm is 
usually increased by expansion of herds 
and flocks and fuller use of hay and 
pastureland. 

The two parties to the lease have 
about the same problems of manage- 
ment under crop-share-cash as under 
crop-share leases. Word carefully any 
agreements intended to maximize pro- 
duction on hay and pastureland and 
those that relate to the buildings, 
fences, water supply, and facilities 
needed in livestock production. 

Crop-share-cash leases usually pro- 
vide a better framework than either 
crop-share or cash leases for the up- 
keep, maintenance, and repair of the 
farm. Also, soil fertility can be main- 
tained more easily when crops are fed 
to livestock rather than sold. The 
landlord's interest in buildings, fences, 
and livestock facilities is increased be- 
cause cash rent may be paid for these 
items. 

The rental payment usually consists 
of a share of the more important crops, 
particularly the marketable cash crops. 
The tenant pays cash rent for pasture 
and hay land, buildings, fences, and 
other items. The problem of arriving 
at equitable rental rates is a combina- 
tion of those discussed under cash and 
crop-share leases. 
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The crop-share-cash lease is an ex- 
cellent adjustment in risk sharing when 
the landlord is in position to share 
risks for crop production and when the 
tenant can assume the risks for the live- 
stock enterprises. Although the crop- 
share-cash lease is a combination of a 
crop-share and a cash lease, it is also 
a transition type that bridges the gap 
between crop-share and livestock- 
share renting. 

Livestock-Share Lease 

Under this type of lease, landlord 
and tenant share in the total produc- 
tion of the farm. As most of the crops 
are fed on the farm^ the main sharing 
is in the livestock enterprises. Land- 
lord and tenant usually share in the 
ownership of all or a major part of the 
productive livestock. Usually, they 
share most operating expenses. Under 
this type of lease, conflicts in interest 
due to disproportionate sharing of ex- 
penses are reduced to a minimum, for 
joint inputs are made for all outputs. 
The essential changes from the crop- 
share and crop-share-cash leases are 
related to the inclusion of livestock 
among the shared enterprises. 

Sharing livestock introduces new 
problems. Agreement will need to be 
reached as to the kind of livestock to 
be kept, how livestock are to be han- 
dled, and how they are to be bought 
and sold. The solution of these prob- 
lems calls for as complete understand- 
ing as possible and mutual confidence. 

More than any other type of lease, 
livestock-share renting tends to create 
a cooperative working situation. Un- 
der it, total farm production usually 
is greatest ; however, it usually requires 
more capital investment on the part of 
both parties and also larger current 
inputs in the form of increased oper- 



ating expenses. Opportunities exist for 
the sharing of all variable expenses. 

Both landlord and tenant partici- 
pate more actively in management un- 
der livestock-share than under other 
leases. Joint management decisions 
are more numerous and more infor- 
mation is needed. These leases are 
also more cumbersome than others be- 
cause of the need for agreement be- 
tween the two parties involved. The 
interest of the tenant in maintaining 
the premises is greatest under live- 
stock-share leases. The close connec- 
tion between buildings, fences, hay 
and pastureland, and livestock enter- 
prises encourages maintenance, re- 
pairs, and day-to-day upkeep. 

The principles used in working out 
crop-share rental rates apply also to 
the livestock enterprises. From one 
viewpoint, decisions regarding sharing 
of production are made easier, as all 
production is shared. From another 
viewpoint, the decisions are more diffi- 
cult. Sharing of ownership of live- 
stock and the additional items of ex- 
pense makes the relations between 
landlord and tenant more complex. 

The risks borne by the landlord are 
increased, usually considerably. This 
is because the risks related to livestock 
production are frequently greater than 
those involved in crop production; 
fewer decisions can be made in the 
lease agreement; and more depends 
upon day-to-day operating decisions. 
Also, the legal status of the landlord 
may border on that of a partner with 
some of the attendant liabilities. 

Standing Rent Lease 

This is sometimes called lint rent in 
cotton farming. It is similar in many 
ways to cash rent, particularly to slid- 
ing-scale cash rent. The rental pay- 
ment is based on a definite quantity — 
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so many bales of lint cotton, pounds 
of tobacco, or bushels of grain. The 
tenant is encouraged to produce as 
much as possible for he keeps every- 
thing above a fixed quantity of prod- 
uct. As under a cash lease, he is 
encouraged to add variable expenses 
until the last addition of each item is 
calculated to return little more than 
the cost. In regard to upkeep and 
maintenance, he is in about the same 
position as the cash tenant. 

The rental payment under standing 
rent must be estimated with the same 
accuracy as cash rent. It does not in- 
volve an estimate of what prices will 
be. All that the two parties need to 
determine is the productivity of the 
land and the operating costs. But this 
is important since the tenant must pay 
a specified amount of rent regardless 
of what is produced. Thus he runs the 
risk of adverse weather, damage from 
insects, and the like. The landlord, 
however, runs the risk of uncertain 
prices for the share that he receives 
as rent. 



Sharecropping Lease 

Sharecropping is generally confined 
to the cotton- and tobacco-producing 
areas. It is usually an agreement for 
one enterprise rather than for an entire 
farm. The level of production is 
usually under the rigid control of the 
landowner, who decides the level of 
variable inputs, furnishes all of the 
management, and provides for the 
upkeep of the land. The rental pay- 
ment may be a specified portion of 
the crop or the cropper may receive a 
share of the crop as wages. 

For the landlord, the risks are usually 
high. Ordinarily, he. supplies every- 
thing except the sharecropper's labor 
and a few operating expenses. In 
addition to normal farm operating ex- 
penses, he may make weekly allowances 
for the sharecropper's living expenses 
while the crop is being produced. 
From the viewpoint of leasing, these 
are basically crop-share agreements. 
They have both the advantages and 
disadvantages of such arrangements. 



OTHER AGREEMENTS 



Several other types of farming agree- 
ments are used. These are in the na- 
ture of leases in many respects, but 
they are not discussed in this bulletin. 
They are mentioned to distinguish the 
relations usually established under 
them from that of landlord and tenant. 

Probably the most common is the 
father-son agreement under which the 
father and son or son-in-law operate 
the farm together. Frequently, these 
agreements are more partnerships than 
leases. Some of them appear to estab- 
lish employer-employee relationships. 
Others may be considered joint ven- 
tures, not readily classified within con- 
ventional categories. 



Manager-operator agreements are 
used chiefly in the Midwest where a 
farm manager performs certain func- 
tions for a stipulated salary or a given 
proportion of the farm's production, 
or both. The farmwork is typically 
performed by hired laborers. 

So-called labor-share agreements 
are coming into use in many areas. 
Whether they establish landlord-tenant 
or employer-employee relations is not 
clear. Usually, they arise when a 
young man with little or no capital 
wants to get started in farming. Or- 
dinarily, he receives a fixed monthly 
allowance in cash and a specified pro- 
portion of the net farm income. 
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LEGAL FRAMEWORK FOR YOUR LEASE 



The legal framework within which 
your lease operates is important. Un- 
derstand your rights and responsibili- 
ties. We cannot list them here, for the 
landlord and tenant law in your State 
differs, at least in particulars, from the 
laws in the other States. But we can 
give you a few basic principles to fol- 
low. We can also direct your attention 
to things that you should consider. 

Know the tenancy law in your State. 
Several State experiment stations have 
publications on this matter, which 
citizens of these States can obtain free 
of charge; your county agricultural 
agent may have several publications 
on farm leasing; or you may find it 
advisable to talk with your lawyer 
about particular items. But be in- 
formed as to what the law provides. 
Here are some guideposts for you. 
They are not substitutes for knowledge 
of the specific law in your State. 

1. Landlord and tenant law leaves 
you considerable freedom to include 
provisions in your lease that meet your 
specific needs. If your lease does not 
cover a particular item, the law gov- 
erns the situation. 

2. No provision in the lease should 
be in conflict with certain features of 
your State's constitution, legislative en- 
actments, and court decisions reported. 
Make sure that this condition is met. 

3. In some States, a farm lease for 
longer than a specified number of 
years, ranging from 10 to 20, is not 
valid. You may not need to worry 
about this provision, as most farm 
leases are drawn for too short rather 
than too long a term. 

4. Usually, leases for longer than 1 
year must be in writing. Writing 
makes them valid and fully enforce- 
able. But if both parties admit that 



they made an oral lease for longer than 
1 year, the courts will usually keep the 
tenant in possession. A problem arises 
when one party objects. 

5. Farm leases usually run for a min- 
imum of 1 year. But this is not always 
true. Some leases, field renting for 
example, may be for a shorter period. 

6. In the absence of a provision to 
the contrary, most leases terminate au- 
tomatically at the end of the term with- 
out either party serving notice of ter- 
mination. But this is not true for all 
leases and in all States. 

7. In many States, the tenant is lia- 
ble for treble damages for any waste 
committed. The waste statute is sel- 
dom used. Apparently, it is a protec- 
tion only in flagrant cases. It provides 
little or no protection in regard to or- 
dinary upkeep, maintenance, and con- 
servation. 

8. In general, the law provides that 
whatever is affixed to the real estate be- 
comes the property of the landlord. 
This old, common-law rule has been 
relaxed in some States, chiefly by court 
decisions. Usually, the legislature has 
not clarified the situation by a compre- 
hensive and clear enactment. 

9. With few exceptions, the law fails 
to provide protection to the tenant for 
his interest in any nonremovable im- 
provements he may have added to the 
farm. But you may include such a 
provision in your lease if you wish to 
do so. 

10. In case of disagreement as to 
the rights and responsibilities of the 
parties to a lease, most States permit 
settlement of the difficulty by arbitra- 
tion. Usually the two parties must 
agree to the arbitration. The findings 
are usually binding unless they are in- 
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valid because of fraud or mistake. In 
general, questions of law are not sub- 
ject to arbitration. 

11. Usually, landlord and tenant 
law is clearly separated from other 
bodies of law. Except for general con- 
tract law, the most closely related law 
in which you may become involved is 
the one that deals with partnerships 
and with sharecropping. Some pre- 
sumably livestock-share leases may be 
interpreted to be partnerships. In 
many States, as mentioned earlier, 



sharecropping agreements are labor 
contracts; in other States, some of 
them may be found to be leases. 

12. Landlord and tenant law varies 
widely as to a statutory lien for collec- 
tion or rent. Some legislatures have 
seen fit to create by statute a landlord's 
lien for rent collection. Some statu- 
tory liens are mild; others are 
stringent. 

If you have any questions regarding 
the law in your State, consult an 

ATTORNEY. 



FARM LEASE PUBLICATIONS 

Other publications on farm leases available from the U.S. Department of 
Agriculture, Washington 25, D.C., are: 

Your Farm Lease Contract, Farmers' Bulletin 2164. 

Your Farm Rent Determination Problem, Farmers' Bulletin 2162. 

Your Crop-Share-Gash Farm Lease, Miscellaneous Publication 838. 

Your Cash Farm Lease, Miscellaneous Publication 836. 

Your Livestock-Share Farm Lease, Miscellaneous Publication 837. 

Your Farm Lease Checklist, Farmers' Bulletin 2163. 

The following farm lease forms may be obtained from your County Agri- 
cultural Agent or from Correspondence and Publications Distribution, Agri- 
cultural Research Service, U.S. Department of Agriculture, Washington 
25,D.C: 

Crop-Share-Cash Farm Lease (Form AD 561 ) . 
Cash Farm Lease (Form AD 562) . 
Livestock-Share Farm Lease (Form AD 563) . 
Annual Supplement to Farm Lease (Form AD 564) . 

The bulletins supersede Farmers' Bulletin 1969, "Better Farm Leases," and 
Miscellaneous Publication 627, "Your Farm Lease." The lease forms 
supersede "Standard Farm Lease" (Form Agri.-l ) and "Annual Supplement 
to Standard Farm Lease" (Form Agri.-3) . 
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